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Bolivia’s Exchange Rates 


The Government of Bolivia has consulted the Inter- 
national Monetary Fund regarding certain proposed 
modifications in its exchange system. The par value of 
42 bolivianos per U.S. dollar remains unchanged and 
the new schedule of rates will be as follows: 

Export Rates 

(a) A rate of 42 bolivianos per U.S. dollar for specified 
percentages of agricultural and mineral (other than tin) 
export proceeds and certain government receipts; 

(b) A rate of 60 bolivianos per U.S. dollar for tin 
proceeds, and for given percentages of other mineral 
proceeds ; 

(c) A “free market” rate (around 100 bolivianos per 
US. dollar) for given percentages of agricultural prod- 
ucts and minerals other than tin and for noncommercial 
transactions. 

Previously there were (a) a basic buying rate of 
42 bolivianos per U.S. dollar applying to given per- 
centages of all export proceeds and certain government 
receipts, (b) a differential rate of 55.5 bolivianos per 
US. dollar for given percentages of tin export receipts 
in excess of production quotas and of other mineral 
export proceeds, and (c) a so-called free market rate, 
fixed by the Banco Central, which was 115 bolivianos per 
US. dollar, applying to given percentages of mineral 
exports other than tin and to noncommercial transactions. 


Soviet Currency 


On February 28, the Council of Ministers of the 
US.S.R. announced the appreciation of the Soviet ruble 
and a reduction of retail prices of important consumers’ 
goods, effective March 1, 1950. The value of the ruble 
wed in accounts for foreign trade transactions has now 
been fixed at 0.222168 grams of fine gold, which corres- 
ponds to a price for fine gold of 4.5011 rubles per gram. 
The price at which the State Bank buys gold has been 
fixed at 4.45 rubles per gram. ‘The exchange rate of 
the ruble has accordingly been changed from 5.30 to 
4 rubles to the U.S. dollar, an appreciation of 32.5 per 
cent. The preferential diplomatic exchange rate has been 
moved from 8 to 6 rubles to the U.S. dollar, an apprecia- 
tion of one third. As of July 1, 1950, the diplomatic 
tate is to be abolished. 

Until the middle of 1949, the ruble was used in the 
foreign trade transactions of the U.S.S.R. only for internal 
accounting purposes. Accounting with other countries 
was conducted in foreign currencies, mostly in U.S. 





Import Rates 

(a) A rate of 42 bolivianos per U.S. dollar plus bank 
charges and taxes for essential foodstuffs and certain gov- 
ernment requirements; 

(b) A rate of 60 bolivianos per U.S. dollar plus bank 
charges and taxes for the bulk of imports and certain 
nontrade transactions; 

(c) A “free market” rate (about 100 bolivianos per 
U.S. dollar plus bank charges and taxes) for nonessential 
imports and other noncommercial transactions. 

Previously the bulk of payments had been effected at 
the rate of 42 bolivianos, a smaller proportion at the 
differential rate of 56.05 bolivianos, while payments for 
luxury imports and for other nontrade items had been 
effected at the so-called free market rate of 116.2 
bolivianos. 

The new proposals also include a prohibited list of 
certain luxury imports. 

These temporary and partial measures are designed to 
relieve the present difficult situation resulting from both 
external and internal factors, pending: the development 
of a more adequate program. Noting the intention of the 
Bolivian Government to unify its rate structure, and in 
recognition of the fact that these temporary.measures are 
a step toward simplification of the present system, the 
Fund has not formally objected to them. 


and Exchange 
dollars. Since the middle of 1949 the accounts for trans- 
actions under the tripartite trade agreements between the 
U.S.S.R., Finland, and Poland, and the U.S:S.R., Finland, 
and Czechoslovakia have been in rubles. In*all cases, 
however, whether the accounting was in dollars or rubles, 
temporary trade balances have been covered either by 
additional deliveries of goods or by settlements of margins 
in foreign currencies. The prices of goods exchanged 
have been those agreed in negotiations where world 
market prices were taken as a basis, and have not been 
in conformity with domestic prices in the U.S.S.R. 

Soviet foreign trade agencies thus buy and sell goods 
on foreign markets and then sell or buy them on the 
domestic market at prices which have not been uniformly 
related to the prices paid or charged on foreign markets. 
This means the maintenance of implicit multiple exchange 
rates. For such methods of trading the exchange rate 
of the ruble is irrelevant; and if these methods were to 
be continued, there would be no obvious economic basis 
for the change now announced. 
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The change may, however, indicate an intention to 
establish in the Soviet economy a link between domestic 
and foreign prices by maintaining a single effective 
exchange rate for trade purposes, especially in trade with 
Eastern European countries, since prices in these coun- 
tries may be more easily adjusted to Soviet patterns. 
The ruble might then become not only a unit of account 
(with balances still settled in third currencies), but also 
an actual means of payment between the member coun- 
tries of the Council of Mutual Aid. In this way the 
multilateralization of planned trade between those coun- 
tries would eventually be achieved. 

The new exchange rate for the ruble may be either 
for the purpose of establishing a rate that will conform 
to the prevailing wholesale prices in the Soviet Union, 
which eventually may be quoted for foreign trade, or to 
improve the terms of trade of the Soviet Union with its 
Eastern European partners. Since the Soviet price struc- 
ture maintains a wide spread between wholesale prices 


Europe 


British Guarantee Against Dollar Trading Losses 


The Export Credits Guarantee Department is to intro- 
duce a new type of insurance policy known as a Joint 
Venture policy. Firms insuring under it will be entitled 
to a refund of 50 per cent of any net loss incurred in 
trading with the United States and Canada over a period 
of years. The Department will not participate in profits. 
It is the intentign of the Department to confine the issue 
of the new policies, at first, to large and well-established 
firms with. experience in foreign trade. 

Source: The Financial Times, London, England, Febru- 
ary 22 1950. 


U.K. Oil Imports 

The U.K. Government has applied new restrictions on 
imports of U.S): fuel oil and gasoline. The plan is ex- 
pected to save about $40 million a year by replacing 
4 million tons of dollar oil with oil from sterling sources. 
The impact will be felt mainly by American-owned 
sources in Venezuela and Saudi Arabia. 
Sources: The Times, London, England, February 18 and 

20, 1950. 


Trade of Metropolitan France 


The dollar value of exports of metropolitan France 
changed little in the second half of 1949, while imports 
averaged about 13 per cent less than in the first half of 
the year. Although imports from the dollar area were 
sharply reduced, they still represented 25 per cent of 
French purchases abroad. The reduction was due chiefly 
to shifts in oil purchases. Increased purchases of oil 
were made in Venezuela, but they were paid for in sterl- 


(or producers’ prices) and retail prices of consumer;’ 
goods, the existence of high retail prices of consumers’ 
goods may not invalidate the former explanation. No jp. 
formation is available, however, on wholesale prices. 

The terms of trade with countries outside Eastern 
Europe cannot be affected by the appreciation of the 
ruble, since the Soviet Union had already through its 
monopolistic trade organizations obtained the best pos- 
sible prices. 

The reduction of retail prices of consumers’ goods has 
no direct relationship with the appreciation of the ruble. 
The only direct relationship is between the diplomatic 
rate and retail prices. 

The reduction of retail prices of bread, meat and meat 
products, flour, cereals, fish and fish products, dairy 
products, sugar, and textiles is reported to range between 
8 and 49 per cent, with the general internal purchasing 
power of the ruble raised by from 10 to 14 per cent. 


ing. Exports to the dollar area, after a steady decline 
in the first half of 1949, improved somewhat after the 
devaluation—particularly exports to the United States. 
The percentage of dollar imports paid for by exports 
rose to 16, from 12 in the first half of the year. 

The reduction of imports from the sterling area in the 
second half of the year was chiefly seasonal. Wool pur- 
chases from Australia accounted for the high volume of 
imports in the first half-year, while oil purchases became 
one of the major items in the second half-year. Exports 
to the sterling area, of which 75 per cent are for the 
United Kingdom, increased steadily until September. 
Subsequently, however, they declined and in the last 
quarter they averaged 25 per cent less than the average 
for the first nine months. 

There was no marked change in trade with other coun- 
tries between the first and the second half of the year. 
The balance remained favorable to France. While 
French imports from Overseas Territories decreased 
steadily in the second half of 1949, an even greater 
decline occurred in French exports to those territories. 
The French surplus, however, was still significant. 
Source: Agence Economique et Financiére, Paris, France, 

February 21, 1950. 
Norwegian Herring Fisheries 

This year Norwegian herring fisheries are yielding 
the best catch ever recorded, 5.5 million hectoliters of 
herring having been caught as of February 19, compared 
with 3.5 million last year and 5.1 million in 1948. Usually 
the greater part of the catch is obtained during the first 
three months of the year. This year the season started 
very late, but during the short fishing period the catch 
was so large that it was necessary to stop all fishing for 
one week to relieve the overtaxed processing factories, 
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which receive about 85 per cent of the catch for produc- 

tion of oil and meal. Fishing was resumed February 20. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 21, 1950; Norwegian Informa- 
tion Service, News of Norway, Washington, 
D. C., February 25, 1950. 


finnish Exchange Rates 

Finland is reported to have devalued, at the request of 
the U.S.S.R., the rate of the markka against the ruble 
from 30.19 markkas to 43.58. The rate for the “compen- 
sation dollar” used in transactions with Eastern Ger- 
many, Hungary, Rumania, Poland, Bulgaria, and Yugo- 
slavia has been raised from 160 markkas to 230. 

On September 19, 1949, when the Finnish currency 
was devalued from 160 to 230 markkas to the U.S. dollar, 
the Bank of Finland similarly adjusted the rates for other 
currencies (including the Czechoslovak koruna) quoted 
in its Bulletin, but no adjustment in the rates of “com- 
pensation currencies” used in clearing and barter trans- 
actions was reported. Early in November 1949, however, 
the rate of the “compensation dollar” for payments under 
clearing agreements with Western Germany, Italy, Greece, 
Turkey, Israel, and Japan was adjusted from 160 markkas 
to 230 markkas. A similar adjustment in the rates of the 
Soviet ruble and the “compensation dollar” used in clear- 
ing transactions with Eastern Europe now seems to estab- 
lish orderly cross rates for all currencies in Finland, re- 
gardless of the trading and payment methods in use. 
Sources: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, November-December 1949; Bank for 
International Settlements, Press Review, Basle, 
Switzerland, February 17, 1950. 


finnish Foreign Trade 

Finland’s foreign trade accounts in the past year 
are reported to be nearly in balance. Exports rose to 
65,609 million markkas, from 56,505 million in 1948, 
while imports were 66,275 million markkas, compared 
with 66,369 million in the preceding year. Thus, the 
1948 import surplus of 9,864 million markkas was re- 
duced to 666 million in 1949. The trade returns ex- 
clude reparations deliveries to the U.S.S.R. (reported at 
11,545 million markkas in 1948 and 12,226 million in 
1949) but include exports to the U.S.S.R. arising from 
the Peace Treaty obligation to transfer German assets 
in Finland to the U.S.S.R. If such exports (reported at 
1,148 million markkas last year) are taken into account, 
the 1949 import surplus rises to 1,814 million markkas. 

The volume of most of the important exports showed 
anoticeable increase in 1949; the major exceptions were 
sulphate cellulose, cardboard, and pasteboard, whose 
volume decreased slightly. The volume of coal and 
mineral oil imports was approximately half of those in 
1948, while the volume of imported rye and tobacco 
dropped still more. Imports of certain foodstuffs and raw 
materials increased. 


ee 


The United Kingdom maintained its leading position 
in Finland’s foreign trade; it absorbed some 27 per cent 
of the total value of Finnish exports and supplied about 
22 per cent of the total value of imports to Finland. 
The U.S.S.R. accounted for some 11 per cent of exports 
and approximately 15 per cent of imports. There were 
relatively large export surpluses in Finland’s trade with 
both these countries. Trade with the United States was 
almost in balance in 1949, though its volume declined, 
mainly as a result of declining imports of U.S. origin. 
Trade transactions with the United States, which in 1948 
had accounted for about 11 per cent of the total value 
of Finnish foreign trade, accounted for only approximately 
7 per cent in 1949. 

The Bank of Finland has annoynced that Finnish ex- 
porters to the dollar area are authorized to retain, for 
their own use, 10 per cent of their dollar earnings. Dollars 
thus retained may be used for imports of raw materials, 
certain essentials, and machinery, as well as for adver- 
tising, selling, and exhibition expenses. 

Sources: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, November-December 1949; Neue 
Ziircher Zeitung, Ziirich, Switzerland, January 
22, 1950; U.S. Department of Commerce. For- 
eign Commerce Weekly, Washington, D. C., 
February 20, 1950. 


Icelandic Government Proposes Devaluation 


The Icelandic Government has introduced a bill in 
Althing which provides for a devaluatién of the kréna 
by 42.6 per cent, in respect of which the Fiind has already 
been consulted. This would change the parity of the 
kréna from US$0.107 to US$0.0614. Other provisions 
of the bill are taxes on certain exports, ‘a capital levy, 
and certain wage adjustments over a period of 15 months. 
Following the introduction of this bill, the Agrarian party 
moved a vote of no confidence in the Govtrnment which 
is a minority government. 

Sources: Ministry of Finance, Bill Proviting for a 
Change in the Par Value of the Krénd}-Reyk- 
javik, Iceland; Berlingske Tidende, Cojpen- 
hagen, Denmark, February 26, 1950. 


Use of Italy’s Counterpart Funds 


A bill approving the use of Italy’s ERP counterpart 
funds to finance importers has been approved by the 
Council of Ministers and is now under consideration by 
the Italian Parliament. The bill is part of a “1949-50 
national program for the equipment of industries,” and 
provides that industrial enterprises may receive credits 
from the existing counterpart fund deposits up to 62 bil- 
lion lire (about US$100 million). 

Of the total credits, 10 billion lire (about $16 million) 
is to be allocated to medium-sized and small industrial 
and agricultural firms for the purchase of equipment in 


Italy and in areas other than the sterling area. Two fifths 
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of this amount is to be reserved for firms operating in 
southern and insular Italy. The remaining 52 billion lire 
(about $84 million) is to be allocated to industrial, agri- 
cultural, and transportation firms for the purchase of 
equipment in the sterling area. The allotment of such a 
high portion for imports from the sterling area would 
make possible the use of almost one half of Italy’s sterling 
balances. The amount of these balances is now un- 
officially estimated at more than $200 million. 

The credits would be formally granted by the Treasury 
and the amounts would be withdrawn from the counter- 
part funds and used to buy from the Exchange Office the 
required amounts of foreign exchange. Interest of 5.5 
per cent annually would be charged. 

ERP counterpart funds deposited with the Bank of 
Italy amounted to 195 billion lire (about $312 million), 
net of withdrawals; as of December 31, 1949. Since with- 
drawals have been very limited, the accumulation of 
counterpart funds has exerted some deflationary pressure 
on the Italian economy. It is expected that the passing 
of the new bill will result in an excess of withdrawals 
over new deposits. 

Source: 1/1 Commercio 24 Ore, Milan, Italy, January 18, 
1950. 


Greek Counterpart Junds 


From April 1948—when ECA operations started—to 
December 31, 1949, counterpart funds in Greece totaled 
3,175 billion drathmas. Of this, 5 per cent, or 159 bil- 
lion, was transjerred to the U.S. Government account, 
858 billion wag used by Greece for reconstruction and 
refugee care,-and 500 billion was transferred to the Greek 
Government’s account to meet budgetary deficits. There- 
fore, the “Gretk State-ECA Counterpart Funds Account” 
with the Bank pf Greece showed a disposable balance of 
1,658 billion dfachmas at the end of 1949. Of this sum, 
however, 315 billion had already been earmarked to 
cover the 194949 budget deficit, and if further expansion 
of the money supply is to be avoided, the sterilization of 
the rengtining $343 billion will have to be maintained. 
Government drawings on the Bank of Greece and the 
increase in the Bank’s outstanding credits were large 
during the second half of 1949, with the result that, 

“despite the accumulation of counterpart funds, the note 

circulation rose by some 650 billion drachmas; or approxi- 

mately 57 per cent, between June and December 1949. 

Sources: ECA Mission to Greece, Press Release, Athens, 
Greece, January 11, 1950; To Vima, Athens, 
Greece, January 17, 1950. 


Austrian Oil 


It is reported that the output of the Austrian oil fields 
near Zistersdorf and Matzen (Lower Austria), which are 
now exploited by the Soviet Petroleum Administration, is 
dropping sharply, and that there is serious danger that 
both the Matzen deposits (discovered in the summer of 
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1949 and generally regarded as the richest in Austria) 
and those in the Zistersdorf area (discovered before the 
war), will be depleted in 8 to 10 years. Among the 
causes of this development are (a) the removal, soon 
after the war, of 83 per cent of the drilling machinery, 
75 per cent of the Diesel motors, 74 per cent of the 
pumping engines, and 35 per cent of the compressors 
(valued at $15 million) in the Zistersdorf area and their 
replacement by inferior equipment, and (b) the employ. 
ment of untrained personnel by the Soviet authorities, 
Austrian oil production increased from 57,000 tons 
in 1938 to 1,213,000 tons in 1944. Austria thus became 
the second largest oil producer in Europe, surpassed only 
by Rumania with a yearly output of 4,300,000 tons. In 
1945, production dropped to 450,000 tons, but in the 
following years, it increased to close to wartime levels, 
with an output of some 910,000 to 950,000 tons. In 1949; 
however, production fell to about 800,000 tons, despite 
the discovery of the promising new deposits at Matzen, 
Austria’s annual oil requirements are 500,000 tons. 
Since only about 250,000 tons a year are released by the 
Soviet authorities for Austrian consumption, the deficit 
has to be covered by oil imports (mainly from the United 
States). About two thirds of Austria’s oil output on the 
other hand has been exported on Soviet account to 
Switzerland, the Soviet Union, and some other (par- 
ticularly Eastern European) countries. At the current 
market price of $30 per ton, the estimated value of these 
yearly exports amounts to $17 million. Because the 
Austrian oil fields are regarded as “German assets,” these 
export proceeds do not accrue to the Austrian authorities; 
Austria is not even permitted to levy transportation 
charges on such exports. 
Source: Austrian Consulate General, Austrian Informe 
tion, New York, N. Y., February 18, 1950. 


Protocol to Polish-Soviet Trade Agreement 


A protocol, to supplement the five-year trade agree- 
ment of 1948 between Poland and the U:S.S.R., provid 
ing for a 34 per cent increase in total trade in 1950 
over 1949, was signed on January 25. Total trade in- 
cludes exports and imports, including Soviet credit de 
liveries of capital goods. (Statistics for 1949 are not 
available, but exports and imports may be estimated at 
about $120 million each.) Poland will export to the 
U.S.S.R. coal, railway rolling stock, iron and other metals, 
textiles, sugar, and other goods, and will import cotton, 
iron ore, manganese ore, chrome ore, cars, tractors, agri: 
cultural machines, mineral oil products, chemicals, food: 
stuffs, and other goods. 

Source: Rzeczpospolita, Dziennik Polityczno-Gospoi- 
arczy, Warsaw, Poland, January 28, 1950. 


Rumania’s Economic Plan for 1950 


Rumania’s Economic Plan for 1950, the second year 
in which a plan has operated, contemplates further de 
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velopment of industrial and agricultural production. The 

jotal value of industrial output should surpass that of 

1949 by 37 per cent. The targets fixed for the main 

industrial branches are to exceed the 1949 levels by the 

following percentages: crude oil, 32.5; coal, 13; iron 
ore, 16; power, 13; cast iron, 16; steel, 19; rolled 
meials, 9; engineering production, 41.7; machine tools, 

153; rolling stock, 4.3; tractors, 20.2; timber, 20; 

cement, 24; and bricks, 91.5. The raising of the tech- 

nical level of industry is expected to increase labor pro- 
ductivity by 20 per cent and to reduce production costs 

by 10 per cent, compared with 1949. 

In agriculture, the plan provides for an increase of the 
area allocated to cereals by 2 per cent, and of rice, 
oleaginous plants, and cotton by 34.8 per cent, 9.7 per 
cent, and 50 per cent, respectively. Percentage increases 
if'the number of livestock are planned.as follows: horses, 
99; cattle, 11.3; sheep, 20.5; pigs, 43; and poultry, 100. 

The plan contemplates a national income 25 per cent 
above the 1949 level. The wage bill is to rise by 23 per 
cent, and the number of workers by 130,000. The ful- 
filment of the production targets would permit the fol- 
lowing percentage increases of consumption: bread, 18; 
milk, 40; meat, 24; cheese, 200; sugar, 18; textiles, 20; 
and shoes, 66. 

Industrial output in 1949 at a level 8 per cent in excess 
of that planned (an increase of over-all industrial output 
by 40 per cent from the 1948 level) is reported to have 
made possible the high 1950 targets. Compared with the 
prewar average, output in the metal industry in 1949 rose 
54 per cent; cast iron, 54 per cent; steel, 27 per cent; 
cotton, 25 per cent; wool, 52 per cent; shoes, 102 per 
cent; and sugar, 15 per cent. Average wages and salaries 
were 30 per cent higher than before the war. 

Sources: Romanian Legation, Romanian News, Wash- 
ington, D. C., January 15 and 29, 1950; 
Zahranicni obchod (Economic Review of the 
Ministry of Foreign Trade), Prague, Czecho- 
slovakia, January 29, 1950. 


Middle East 


Oil Production in Middle East 


Crude oil production in the Middle East averaged 
1,368,200 barrels daily in 1949, 20 per cent more than 
the daily output in 1948. A further gain of about 10 per 
cent is expected in 1950, the increase coming mainly from 
the oil fields of Iraq, Iran, and Kuwait. Daily output 
in Saudi Arabia is expected to decline slightly, from 
476,700 barrels in 1949 to an estimated 463,000 barrels 
in 1950 (see this News Survey, Vol. II, p. 241). 

Source: The Wall Street Journal, New York, N. Y., 
February 27, 1950. 


Central Bank in Egypt 


The Egyptian Government has appointed the Finance 
Minister to negotiate with the National Bank of Egypt 
on its transformation into a Central Bank. The main 
points of the present plan provide for government control 
of the central bank, for transformation of the National 
Bank, now predominantly British, into an Egyptian insti- 
tution, and for some central bank control of the activities 
of the commercial banks. 

Source: Agence Economique et Financiére, Paris, France, 
February 10, 1950. 


Iraqi Imports 


The Iraqi Government is contemplating an import pro- 
gram for 1950 similar to that of 1949, which favored 
imports of machinery and industrial plants, motor-driven 
equipment, trucks, and agricultural machinery. 

The total value of import licenses issued in 1949, with 
foreign exchange allocation, was about ID 25 million 
(US$70 million), of which ID 20.8 million was for 
sterling imports and the remainder for scarce currency 
imports. Additional imports valued at about ID 11 mil- 
lion were authorized during 1949 without any foreign 
exchange allocation. Payment for these imports was 
made with repatriated capital, which had left Iraq before 
foreign exchange controls were established, export pro- 
ceeds the surrender of which is not required by law, and 
the difference between estimates of proceeds from exports 
and actual sale prices abroad of goods exported. 

The expansion of motor car purchases from the 
scarce currency area was a major problem last year. 
This has already been remedied by a ban on imports of 
motor cars (see this News Survey, Vol. Il, p. 248). A 
further difficulty was the failure of agricultural machinery 
importers to make full use of the ID 500,000 worth. of 
scarce currency allocated to them last year; they used 
only ID 350,000, on the grounds of low demand and _lack 
of maintenance and sales facilities in outlying districts. 
The establishment of the new “Agricultural Machinery 
Board” is intended to correct this deficiency and to raise 
demand this year. 


Source: The Iraq Times, Baghdad, Iraq, January 9, 1950. 


Investments in Israel 


Investments in Israel in 1949 are estimated to. have 
been I£ 86 million (US$240.8 million): building and 
housing I£ 28.5 million, agriculture I£ 19 million, in- 
dustry I£ 17.5 million, communications I£ 12 million, 
public works I£ 7 million, and irrigation works I£ 2 mil- 
lion. These figures include the US$100 million credit 
obtained from the Export-Import Bank of Washington. 
Source: The Israel Economist, Jerusalem, Israel, Jan- 

uary 1950. 





Far East 


Indian Dollar Exports of Tea 


During the eight months from the middle of April to 
the middle of December 1949, Indian exports of tea to 
the United States and Canada amounted to 35.3 million 
pounds, against 14.8 million in the corresponding period 
of 1948. 

Source: The Times of India, Bombay, India, February 
4, 1950. 


Pakistan Trade Policy 


The Pakistan Minister of Commerce has announced 
that allocation of foreign exchange for the year ending 
June 1950 would be substantially the same as the actual 
expenditure on imports from July 1948 through June 
1949. He further stated that the “suspension of the open 
general license for sterling imports will be raised” and 
that imports will be permitted freely of “certain essential 
commodities.” These include machinery, mill stores, 
drugs, medicines, selected chemicals, mineral oils, coal 
and coke, milk products, dyeing and tanning substances, 
trucks, and jute manufacturers. Automatic licensing 
for dollar imports of machinery, drugs, medicines, and 
selected chemicals, introduced a short time ago, is to be 
continued. All other dollar imports will be licensed in 
accordance with approved ceilings of expenditures for 
each category. 


Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., February 27, 
1950. 


U.S. Purchases of Malayan Tin 


Negotiations between the U.S. Government, the U.K. 
Government, and representatives of the Malayan tin 
industry over the purchase of tin for stockpiling have not 
resulted in the conclusion of a long-term contract. The 
U.S. Government is to acquire tin in the market, and 
producers will endeavor to ensure that the metal is made 
available. 


Source: The Times, London, England, February 20, 1950. 


Macao Currency Rates 


Before the devaluations of September 1949, the Macao 
pataca was valued at 6.07 Portuguese escudos which made 
it practically equivalent to the Hong Kong dollar. After 
the devaluations, the Hong Kong dollar-pataca official 
rate was kept at par, and as the escudo was devalued by 
only 13 per cent, this meant a depreciation of 9 per cent 
of the pataca against the escudo, the new rate for the 
gataca being 5.50 to the escudo. 

Officially, no Hong Kong-Macao currency transfers 
are arranged, but native banks and exchange shops have 
been doing business at an unofficial rate of 0.86 to 0.88 
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pataca to one Hong Kong dollar; prior to the devalua. 

tions, the rate had been 0.70 to 0.75. It is thus possible to 

transfer capital from Hong Kong to Lisbon via Macao 

at the rate of about £1 (HK$16) to 76 escudos, instead 

of at the official rate of 80.5 escudos. 

Source: Far East Trader, New York, N.Y., February 
15, 1950. 


U.S.S.R. Loan to China 


According to a broadcast from Peiping, the Soviet 
Union, in its pact with Communist China signed on Feb. 
ruary 14, has agreed to lend Communist China the 
equivalent. of US$300 million (calculated on the basis 
of US$35 per ounce of fine gold.). One fifth of the 
total will be advanced each year for the next five years, 
China will repay one tenth of the principal each year for 
the next ten years, and one per cent interest will be paid 
in tea, raw materials, cash (Chinese money), and U.S, 
dollars. With the funds, China will purchase Russian 
machinery, material, and equipment for the country’s 
industrialization. The prices paid will be based on 
world market prices. The loan will become effective as 
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The subjects covered in this publication vary wide- 
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to European subscribers, each issue is printed in 
Paris as well as in Washington. 

About 200 pages, monthly. Subscription, $5.00. 
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on as it is signed, and will be handled by the China 

People’s Bank and the Soviet National Bank. 

Source: New York Herald Tribune, Paris, France, Feb- 
ruary 15, 1950. 


Japan-Sterling Area Trade 


In the first six months of the period covered by the 
1949-50 trade agreement with the sterling area, Japan 
ran an adverse visible balance of £6.7 million. It is 
expected that total trade under the agreement will be £9 
million greater than was arranged. 

Source: The Financial Times, London, England, Feb- 
ruary 20, 1950. 


United States and Canada 


U.S. Gross National Product and National Income 


U.S. gross national product and national income in 
1949 each declined slightly less than two per cent and 
even less in real terms. A large part of the decline in 
gross national product (from $262.4 billion to $257.4 
billion) was due to changes in inventories. In contrast to 
1948, when there was a net addition of $6.5 billion to 
inventories, there was a decrease of $2.5 billion in 1949. 
Private domestic investment was down $10.3 billion from 
1948, and net foreign investment fell $1.9 billion. Partly 
ofisetting these declines were a $6.7 billion increase in 
government purchases and a $600 million increase in 
personal consumption expenditures. Gross national 
product decreased in 1949 for the first time since recon- 
version was completed three years earlier. 

The fall in national income from $226.2 billion to 
$221.5 billion was due primarily to a decrease in farm 
proprietors’ income. Compensation of employees and 
net interest rose slightly. There was only a slight decline 
in corporate profits after adjustment for inventory valua- 
tion... 

Source: U.S. Department of Commerce, Press Release, 
Washington, D.C., February 21, 1950. 


bank of Canada Annual Report 


The 1949 Annual Report of the Bank of Canada points 
toa high level of economic activity in Canada through- 
out the year. This was in contrast to conditions in the 
United States which normally exert a strong influence 
on Canada. Part of the explanation for the difference 
was the fact that the U.S. recession appeared largely as 
m inventory adjustment. Further, the accumulation of 
wartime demands was worked off somewhat more slowly 
in Canada, where the more gradual process of decontrol 
had the effect of spreading expansionary pressures over 
a longer period. Also, consumption in Canada was 
stimulated by the repayment of wartime refundable taxes, 
the distribution of grain participation payments, and the 
reduction in income taxes. 


Acute shortages of labor in Canada were not so ap- 
parent as in previous years. The physical output of all 
goods and services appears to have increased by about 
3 per cent. Industrial production rose slightly less than 
2 per cent, agricultural output was down about 9 per 
cent, but there was a fairly sharp increase in the output 
of service industries. External influences did not add 
so much to the pressure of demand on Canadian resources 
as in 1948, the decline in the physical volume of exports 
being estimated at 3 per cent, while the volume of im- 
ports remained unchanged. On the other hand, the 
volume of gross private investment (excluding inven- 
tories) rose 9 per cent, government purchases of goods 
and services 9 per cent, and the volume of goods and 
services purchased by consumers 2 per cent. These 
factors, together with price increases,in each category, 
raised gross national product from $15.4 billion in 1948 
to $16.1 billion in 1949. 

The money supply increased $46 million in 1949, com- 
pared with an increase of $391 million in 1948. Inactive 
time deposits increased $296 million, somewhat more 
than the 1948 increase. Provincial, municipal, and cor- 
poration securities outstanding increased $639 million, 
while the holdings of such securities by the commercial 
banks declined $77 million. Net retirement of Govern- 
ment of Canada debt totaled $805 million, including 
$286 million in refundable taxes. This retirement was 
made possible by the over-all Government surplus of 
$288 million, the sale of $487 million of securities held 
by the Government, and a reduction in the Government’s 
cash balances. 

Source: Bank of Canada, Annual Report to the Minister 


of Finance and Statement of Accounts for the 
Year 1949, Ottawa, Canada. 


Canadian Government Estimates 


On February 24, Canada’s Minister of Finance tabled 
in the House of Commons estimates of government ex- 
penditure amounting to $2,309 million for the year end- 


ing March 31, 1951. This compares with estimated 
expenditures of $2,335 million in the year ending March 
31, 1950. While the estimates for 1950-51 are more 
than $26 million below 1949-50, additional 1950-51 ex- 
penditure will probably be provided for by supplementary 
estimates during the year. 

Three of the five government departments with esti- 
mated expenditure in excess of $100 million show de- 
creases between 1949-50 and 1950-51 and two show in- 
creases. Estimates for the Department of Finance de- 
creased $67 million, to $569 million, mainly because of 
diminishing debt charges through paying off debt and 
refunding at lower interest rates. Requirements of the 
Department of Veterans’ Affairs are $216 million, $31 
million below the previous year as a result of decreased 
payments for rehabilitation and pensions. Estimates 
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for the Department of Public Works are down $7 million, 
to $101 million. On the other hand, the requirements of 
the Department of Health and Welfare have been increased 
by $45 million, to $455 million. This reflects increases 
in the Federal Government’s share of old age pensions of 
$29 million and in outlay on family allowances of $22 
million. Another large increase is in the estimates for 
the Department of Defense, up $42 million to $425 million. 
Sources: The Globe and Mail, Toronto, Canada, February 
25, 1950; Winnipeg Free Press, Winnipeg, 
Canada, February 25, 1950. 


Latin America 


Mexico’s Trade Agreements 

The Mexican Government has ratified the trade agree- 
ment with Czechoslovakia which was signed on November 
9, 1949 and which became effective on that date; this 
agreement recognizes the unlimited, unconditional, most- 
favored-nation principle. The trade agreement between 
Mexico and Italy, which was signed on September 15, 
1949, and the extension for one year of the commercial 
“modus vivendi” between Mexico and El Salvador, which 
had originally been signed on September 2, 1935, have 
also been ratified by Mexican presidential decree. 

In addition, Mexico has entered into a $12 million 
barter agreement with Japan. Mexico will send to Japan 
sugar and will receive in return rails and railroad equip- 
ment. Although approved by the Mexican Government, 
this agreement will be carried through under a private 
agreement between two export corporations. 

Sources: El Nacional, Mexico, D.F., February 14, 1950; 
U.S. Department of Commerce, Survey of 
Changes Reported to Area Divisions during the 
Week Ending February 20, 1950, Washington, 
D.C. 


Dominican Trade in 1949 


The Statistics Bureau of the Dominican Government 
reports that 1949 exports were 73.7 million and imports 
$42.8 million. Major exports were sugar, coffee, cocoa, 
tobacco, and fresh beef. Great Britain, which purchased 
almost the entire 1949 sugar crop, was listed as the 
largest buyer of Dominican products. 

Source: Dominican Embassy, Dominican Republic, Wash- 
ington, D.C., February 15, 1950. 


Chilean Budget for 1950 


Chile’s 1950 budget estimates revenues and expendi- 
tures at 15,650 million pesos. Estimated income has 
Seen increased 1,385 million pesos above the original 
estimate submitted to Congress, of which more than 1,000 
million corresponds to “sundries” and relates to extraor- 
dinary receipts arising from the loan of $25 million 
recently arranged with the Export-Import Bank. An 
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increase of 224 million pesos in direct and indirect tay. 
ation is presumably based on new tax levies. The more 
important increases in expenditures are for the Ministries 
of Economy and Commerce (650 million pesos), public 
works and communications (554 million pesos), labor 
(215 million pesos), and education (69 million pesos), 
These increases are allocated to the various ministries to 
provide part of the additional funds required by the 
Corporacién de Fomento and the Paipote copper foundry 
(780 million pesos), the State Railways and public works 
plan (490 million pesos), the Caja de la Habitacién 
building projects (200 million pesos), and the Chilean 
University (23 million pesos). The expenditures of the 
Ministry of Finance have been reduced by 185 million 
pesos. 
Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, January 
28, 1950. 
Argentine-indian Barter Agreement 
India and Argentina signed a commercial contract on 
December 30, 1949, under which Argentina undertakes 
to deliver 390,000 metric tons of wheat to India before 
August 31, 1950 in exchange for 50,000 metric tons of 
jute manufactures (see this News Survey, Vol. II, p. 208). 
The contract also contains a provision whereby India 
may exercise the option of supplying up to 20,000 tons 
additional of jute manufactures, in exchange for an ad- 
ditional 156,000 tons of wheat. The price of wheat is 
fixed in the contract at £26.4s.2d. a metric ton, net 
weight in bulk, f.o.b. Argentine port, subject to a sur- 
charge of £2.2s.6d. a metric ton for shipment in bags. 
The price of the jute manufactures is calculated at the 
rate of £204.8s.6d. a metric ton. 
Source: U.S. Department of Commerce, Foreign Tariffs 
and Trade Controls, Washington, D.C., February 
20, 1950. 
































International Financial News Survey, written by 
members of the staff of the Fund, is based on mate-"” 
rial published in newspapers, periodicals, official docv- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There 










fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 






haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 


and Managing Director 
1818 H Street N.W., Washington 25, D. C. 















































Volume | 





The Ini 
opment h 
land an is 
Sw fr 28. 
bear inte: 
investmer 

Under 
to place 
can obtai 
borrower 
chases. | 
orders fo 


